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To : HaaHsh Maxwell 


FLASH FOR WEEK EHDIH6 HQVEMBER 19, 1982 


'totV 



cc. T6, WTM, G£X, 

JRH, LR, CM (PM EEC) 
F.H.Dulles, T.H.Kearns, 
R.H.Murray, L.Poll^, 
R.L.Snyder 
M.Oournot (PMI) 



l. 



IESAL 
«) E.E.C. 


We have ffled on Moveraber 19 a brief summarizing the meeting Siragusa 
and Holley had with Hussard and whldt dealt with "strategic* 
aspects of competition. Other responses to complainants' briefs are 
being drafted. 
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b) Gem any 

1) The FCO brief was submitted on hovenfcer 12, 1982 and extended to 80 
pages. They maintain that position taken in the prohibition order and 
do not raise any new points. Full English translation is waited. The 
main points covered by the brief are : 

’ (a) Responds to our submission that PM/Rl will continue to compete. . 

FCO alleges that PM/ftG will agree through RTH on all major items 
relating to RI. The arguments are similar to those of the EEC. 

(b) Argues that Oligopoly presumptions apply and that MB and PM are 
deemed to be market dominant even if their market shares are not 
combined. 

(c) Rejects our rebuttal of Oligopoly presumptions and claims that 
they can be rebutted only by shoring that the prevailing market 
structure will result in "substantial competition" Which the FCQ 
Shy is "workable competition" but does not deffne this. FCO 
claim we have not shown that "workable competition* will prevail. 

(d) Dentes the alleged deconcentration and claims changes in the 
market shares of the major brands do not show "workable 
competition*. 

(e) Acknowledges that brand and advertising co^etltion exists but. 
states this constitutes only a market strategy resulting from 

ti high concentration. The FCO claims that high advertising. 

J \ V.' expend!tures adyersely affect small conpetitors and prevent , ^ ^ 

market entries. 

(f) Denies the existence of price competition and states that the 

.tobacco tax,system does not prevent price competition. 

Source: nttps://www.inausfrydocumerrts.ucsf.edu/docs/xqdkOOOO 
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(g) Claims that the available distribution channels increase already 
existing barriers to entry. 

(h) Innovation and quality competition is denied. _ . 

(i) Does not dispute essential elements erf our market analysis or the 

factual presentation but tries to by-pass these arguments, on an . 
intellectual level and alleges that brand competition and other 
features of the market as argued by us are irrelevant for the . 
legal analysis ' / 

(j) Argues that the merger strengthens the already existing market 
dominating position of PM and MB. 

Cl aims that it can be expected that PM and ffl will harmonize 
their market behaviour. 

(k) Gives detailed legal arguments on conflict of laws and contains 

argimsent of Law of Hat tons. Almost half of the brief Is taken op 
by jurisdictional problems. > 

2} The Court of Appeals (Kanmergericht) has agreed that our rebuttals be 
filed by March 10, 1983 and that the oral hearing takes plitce at.the 
end of April. The hearing is expected to last two days. 



3) RI have instructed Counsel relating to the question of Lax of ifations 
(Extra Terrikortallty) to be applied in the PM/ft«brandt case. This 
• relates to the fact that the Department of Trade have declined to. 
Intervene in the case, and it is possible that Counsel's opinion say 
be used to achieve their intervention. 

../i t) Canada : : i 

FIRA have still not responded in Court to our Statement of Claim filed 
In May. This say be due to the fact that the Head of FIRA was recently . 
changed and to reported indications that Canada may change Itspplicy. 

We are considering the advisability of arranging a meeting with FIRA to 
-discuss the case further. \ 



Austral1 a 






G.C. Bible has received the letter giving background to the PM/Rabrandt 
deal and plans to see the Minister of Primary Industry Mixon to provide 
evidence to answer the question raised in Parliament. 
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. OPERATIONS 
a) Expanded Tobacco 

PHS’s evaluation of the trial run that took place on October 20 for 
Martin Brtnkmann has been completed. The yield was 96.3£ and the 
expansion rate 74X. Considering the different types of tobacco used in 
the trial from PNG's normal blend, these results are satisfactory and 
are similar to those of the trial run for Carreras-Rathmans in Munich in 
December 1981 and Laurens in Bergen-op-Zoosn in April 1982. . . 

Results will be discussed with Martin Brinkmann and PMG in the near 
future: 


3. FINANCIAL 
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‘The Stock Exchange Weekly Official Intelligence Bulletin" {of London) 
for the week ended 13 November 193H noted that 500,000 ordinary shares 
of RI have been listed. _-L/jf ^ 

Rembrandt advised that although so far on IyQ200,000 shares have been 
Issued because of conversion, RI applied to the'Stocfc Exchange for a. 
listing of 500,000. The balance will be kept "in reserve* for possible 
future conversions. 

Rembrandt advised a further application for conversion of £500 bonds has 
been lodged. 

The stock market price of RI reached an all-time record price of 133p In 
London on November 18, 19S2. Investors see the RI stock as a hedge 
against pound sterling devaluation given assumed large earnings 
denominated in foreign, currency. Sheppards S> Chase advised us. that they 
—have sold forward ^400,000 shares in RI Which the seller-wfIJ obtain by r; 
converting bonds, Tfirtr'wfll result in conversion of^ 600^000 shares in 
total {.4 % of equity). Circumstances continue to be favourable to 
conversion - especially in view of the expected 2 CK+ ea-ning increase 
expected for the September half year over last year’s results. He 
believe our threshhold for any action should be when an additional IK of 
shares have been issued. a v. 


Thys Roux advised that RI are considering making a stateient re the 
conversion when they announce their interim results on December, 8 , W§2,, 
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Rothmans of Pall Mall Canada Limited. 
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RPM Canada Limited announced the election of Mr. Oonald Ri bobey as a 
Director of the Company. Mr. Sobey is the President of EopjreJCodpany , 
Limited, Stellarton and Halifax Developfoents Limited, and a director of 

a nuWbi^ue¥ec 81 i®f^^>|/\i^tthi 51 ^tl 9 ^fM^§puments.ucsf.edu/docs/xqdk 0006 • 
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t) A are Price 


Closing Prices of 

Mov.5> 1982 

MOV.12. 1982 

Rothmans International {£) 

I20p 

I23p 

RI Convertible £/Bonds (DM) 

3647 

3647 

Duriiill (£) 

330 

32$: 

Carrolls (Irish £) 

65 

67 

Tebacofina (BF) 

2665 


Rothmans of Pall Mall Canada (Can $} 

- Cannon 

33-1/2 

37 

- Preferred B 

12 

12*3/8 

Carling O’Keefe (Can.J) 

• Cotann 

10-7/8 

11-3/4 

- Preferred A 

21-1/4 

20rl/2 

Roth nans of Pall Hall Australia (Aus.J) 

- Sydney 

«•- 

5.48 

Rothmans Industries, N.Z. (N.Z.J) 

- 

1.45 

Rothmans of Pall Mall Malaysia (Sing.i) 

2.80 

2.88. 

Rothmans Industries Ltd (Sing.J) 

1.52 

1.52 


c) Canada Share Price 

Hie increase in the price in RPM Canada reflects recent market trends 
together with increased interest in those corporations reflecting . 
positive results. 



= Regards. 

£. Kouminer 



Source: https://www.industrydocuments.ucsf.edu/docs/xqdkOOOO 
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